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OATH OR AFFIRMATION

I, _ Julie Bussing , swear (or affirm) that, to the best of
my knowledge and belief the accompanying financial statement and supporting schedules pertaining to the firm of

_ HybridTrading, LLC , as
of _ June 30 , 2006 , are true and correct. I further swear (or affirm) that

neither the company nor any partner, proprietor, principal officer or director has any proprietary interest in any account
classified solely as that of a customer, except as follows:

{
OFFICIAL SEAL "+ . %
ROBERT B LEAP ! N’
NOTARY PUBLIC-OREGON Csfgnature
- COMMISSION NO. 391683
MY COMMISSION EXPIRES APR. 13, 2009 President

/M é// Title

” " Notary Publi

-

his report ** contains (check all applicable boxes):

(a) Facing Page.

(b) Statement of Financial Condition.

(c) Statement of Income {Loss).

(d) Statement of Changes in Financial Condition.

(e) Statement of Changes in Stockholders’ Equity or Partners’ or Sole Proprietors’ Capital.

(f) Statement of Changes in Liabilities Subordinated to Claims of Creditors.

(g) Computation of Net Capital.

(h) Computation for Determination of Reserve Requirements Pursuant to Rule 15¢3-3.

(i) Information Relating to the Possession or Control Requirements Under Rule 15¢3-3.

(j). A Reconciliation, including appropriate explanation of the Computation of Net Capital Under Rule 15¢3-1 and the
Computation for Determination of the Reserve Requirements Under Exhibit A of Rule 15¢3-3.

(k) A Reconciliation between the audited and unaudited Statements of Financial Condition with respect to methods of
consolidation.

(1) An Qath or Affirmation.

(m) A copy of the SIPC Supplemental Report.

(n) Areport describing any material inadequacies found to exist or found to have existed since the date of the previous audit.

0 0O00OEEAE

ooQ

**For conditions of confidential treatment of certain portions of this filing, see section 240.17a-5(e)(3).
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PricewaterhouseCoopers LLP
1300 SW Fifth Avenue

Suite 3100

Portland OR 97201

Telephone (971) 544 4000
Facsimile (971) 544 4100

Report of Independent Auditors

To the Members of
HybridTrading, LLC

In our opinion, the accompanying statement of financial condition presents fairly, in all material
respects, the financial position of HybridTrading, LLC (the “Company”) at June 30, 2006 in
conformity with accounting principles generally accepted in the United States of America. This
financial statement is the responsibility of the Company’s management. Our responsibility is to
express an opinion on this financial statement based on our audit. We conducted our audit of this
statement in accordance with auditing standards generally accepted in the United States of America.
Those standards require that we plan and perform the audit to obtain reasonable assurance about
whether the financial statements are free of material misstatement. An audit includes examining, on a
test basis, evidence supporting the amounts and disclosures in the financial statements, assessing the
accounting principles used and significant estimates made by management, and evaluating the overall
financial statement presentation. We believe that our audit provides a reasonable basis for our opinion.

Our audit was conducted for the purpose of forming an opinion on the statement of financial condition
taken as a whole. The information contained in Schedules I and II are presented by management for
purposes of additional analysis and are not a required part of the statement of financial condition, but
are supplementary information required by Rule 17a-5 under the Securities and Exchange Act of 1934,
Such information has been subjected to the auditing procedures applied in the audit of the statement of
financial condition and, in our opinion, is fairly stated in all material respects in relation to the
statement of financial condition taken as a whole.

%Wmc&%u/‘w LLP
Portland, Oregon
August 24, 2006



HybridTrading, LLC
Statement of Financial Condition
June 30, 2006

Assets

Cash and cash equivalents
Fixed assets, net

Software development, net
Deposits

Receivables

Prepaid expenses

Total assets
Liabilities and Members' Equity
Liabilities
Accounts payable
Accrued expenses
Total liabilities

Commitments and contingencies (Note 3)

Members' equity
Class A capital account
Class B capital account

Total members' equity
Total liabilities and members' equity

The accompanying notes are an integral part of these financial statements.

2

$ 200,536
187,826
51,706
104,982
21,258
15,956

§ 582,264

§ 66,111

30,300
96,411

100,000

385,853

485,853

$ 582,264




HybridTrading, LLC
Notes to Financial Condition
June 30, 2006

1.

Organization

HybridTrading, LLC (“HybridTrading” or the “Company”) was formed on April 12, 2004 as a
limited liability company pursuant to the Delaware Limited Liability Company Act. The Company is
a registered broker-dealer and a registered investment advisor with the Securities and Exchange
Commission (“SEC”) and the states in which it conducts business. The Company is a member of the
National Association of Securities Dealers, Inc. and the Securities Investor Protection Corporation.
HybridTrading’s revenues are derived primarily from commissions, fees and interest income earned
from securities transactions and related activities. The Company currently has an office in Portland,
Oregon.

HybridTrading does not hold any funds or securities of its customers. Clearing services for all
transactions are provided by BNP Paribas Securities Corp. (“‘BNP” or “Clearing Broker-Dealer”).
BNP carries all customer accounts and maintains all required books and records as are customarily
kept by a Clearing Broker-Dealer. All customers are required to transmit funds and securities directly
to the Clearing Broker-Dealer. The Company is exempt from the provision of Rule 15¢3-3 under the
Securities Exchanges Act of 1934, in that the Company’s activities are limited to those set forth in the
condition for exemption appearing in paragraph k(2)(ii) of the Rule.

Summary of Significant Accounting Policies

Estimates

The preparation of accrual basis financial statements in conformity with generally accepted
accounting principles in the United States of America requires management to make estimates and
assumptions that affect the reported amounts of assets, liabilities and disclosure of contingent assets
and liabilities as of the date of the financial statements. Actual results could differ from those
estimates.

Cash and Cash Equivalents
The Company considers cash and cash equivalents as cash on hand, on deposit and all highly liquid
investments purchased with a maturity of three months or less.

Deposits
The Company has an interest-bearing clearing deposit maintained at BNP, of which, $25,000 may be
nonrefundable under certain conditions.

Members’ Capital

In accordance with the HybridTrading, LLC Operating Agreement, there are three classes of
membership units and individual capital accounts are maintained for each member. Class A members
have full voting rights and elect the manager, Class B members have modified voting rights and Class
C members have no voting rights. Approval of any matter submitted to a vote of the Class A
Members requires unanimous approval. Class B Members may approve on a majority vote any
matter submitted to a vote of the Class B Members. Class A Members may also vote on any matter
voted on by the Class B Members and such matters shall be approved only upon a unanimous vote of
the Class A Members in addition to majority approval of the Class B Members. All classes of
members are entitled to share in distributions and the Company’s profit and losses shall be allocated
to each member’s capital account in accordance with their relative economic units. For the
Company’s first three fiscal years, any losses shall be allocated to the members based upon the
member’s relative Class B voting units.




HybridTrading, LLC
Notes to Financial Condition
June 30, 2006

Fixed Assets

Furniture and equipment is recorded at historical cost and depreciation is provided for using the
straight-line method over the estimated useful lives of the related assets, generally three to seven
years. Leasehold improvements are recorded at historical cost and amortized using a straight-line
method over the lease term. Maintenance and repair costs are expensed as incurred. The Company
capitalizes certain costs incurred in connection with developing or obtaining software for internal use.
Qualifying software costs are capitalized and amortized over the estimated useful life of the software,
which is currently two years. The Company has capitalized website development costs of $124,095.
The major classes of fixed assets and software development costs at June 30, 2006 are as follows:

Furniture ' $ 57,548
Equipment ' 202,877
Leasehold improvements 15,340
275,765

Less accumulated depreciation and amortization 87,939
Net fixed assets $ 187,826

Software development costs ‘ $ 124,095
Less accumulated amortization 72,389
Net software costs $ 51,706

Income Taxes

HybridTrading files as a limited liability company for federal and state income tax purposes. Each
investor is individually responsible for reporting income or losses to the extent required by federal
and state income tax regulations, based on their respective share of the Company’s income and
expenses. Accordingly, the accompanying financial statements include no amounts related to federal
and state income taxes.

3. Commitments and Contingencies

The Company leases office space under a noncancelable operating lease. This operating lease gives
the Company the option to extend the term of the lease. Rent and occupancy expense for the period
ending June 30, 2006 is $81,276. Pursuant to the terms of the lease agreement as of June 30, 2006,
the Company’s future minimum rental commitments (including escalation costs) on the leases for the
office space in Portland, Oregon are as follows:

2007 § 20,081
2008 20,081
2009 6,694

§ 46,856




HybridTrading, LLC
Notes to Financial Condition
June 30, 2006

4. Net Capital Requirements

The Company is subject to the Securities and Exchange Commission Uniform Net Capital Rule
15¢3-1 (the “Rule™), which requires the maintenance of minimum net capital. The Company uses the
aggregate indebtedness standard, which requires that the Company maintain a minimum net capital of
not less than $50,000. At June 30, 2006, the Company had net capital of $201,850, which was
$151,850 in excess of the required net capital.

5. Indemnification

In the normal course of its business, the Company indemnifies and guarantees certain service
providers, such as the Clearing Broker-Dealer, against specified potential losses in connection with
their providing services to the Company. The maximum potential amount of future payments that the
Company could be required to make under these indemnifications cannot be estimated. However, the
Company believes that it is unlikely it will have to make material payments under these agreements
and has not recorded any contingent liability in the financial statements for these indemnifications.




- HybridTrading, LLC
Computation of Net Capital and Minimum Net Capital Required
Pursuant to Rule 15¢3-1 of the Securities and Exchange Commission

June 30, 2006 Schedule |
- Net capital
Total members' equity $ 485,853
Deductions and/or charges
Receivable from noncustomers 801
Fixed assets and software development costs, net 239,532
B Clearing deposit 25,000
Prepaid expenses 15,956
Other assets v 2,714
- Total deduction and/or charges 284,003
Net capital v $ 201,850
- Aggregate indebtedness
Accounts payable $ 66,111
Accrued expenses : 30,300
-- Total aggregate indebtedness $ 96,411
Computation of net capital requirement
Minimum net capital (Note 4) $ 50,000
Excess net capital $ 151,850
Ratio of aggregate indebtedness to net capital 0.48to01

The Company is required to maintain a ratio of aggregate indebtedness to net capital not to exceed 15
to 1. As of June 30, 2006, the Company was in compliance with Rule 15¢3-1.

There are no differences between the above computation of net capital under Rule 15¢3-1 and the
computation filed by the Company on Form X17A-5 as of June 30, 2006. Therefore, no reconciliation is
required.
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HybridTrading, LLC

Computation for Determination of Reserve Requirements for Brokers and Dealers
Pursuant to Rule 15¢3-3 of the Securities and Exchange

Commission Schedule 1l

The Company is exempt from the provision of Rule 15¢3-3 under the Securities and Exchanges Act of
1934, in that the Company’s activities are limited to those set forth in the condition for exemption
appearing in paragraph k(2)(ii) of the Rule.
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PricewaterhouseCoopers LLP

1300 SW Fifth Avenue
Suite 3100

Portland OR 97201
Telephone (971) 544 4000
Facsimile (871) 544 4100

Report of Independent Auditors on
Internal Control Required by SEC Rule 17a-5

To the Members of
HybridTrading, LLC

In planning and performing our audit of the financial statements and supplemental schedules of
HybridTrading, LLC (the “Company”) for the year ended June 30, 2006, we considered its internal
control, including control activities for safeguarding securities, in order to determine our auditing
procedures for the purpose of expressing our opinion on the financial statements and not to provide
assurance on the internal control.

Also, as required by Rule 17a-5(g)(1) of the Securities and Exchange Commission (the “SEC”), we
have made a study of the practices and procedures followed by the Company, including tests of

compliance with such practices and procedures, that we considered relevant to the objectives stated in
Rule 17a-5(g), in the following:

1. Making the periodic computations of aggregate indebtedness and net capital under Rule 17a-
3(a)(11); and
2. Determining compliance with the exemptive provisions of Rule 15¢3-3.

Because the Company does not carry securities accounts for customers or perform custodial functions
relating to customer securities, we did not review the practices and procedures followed by the
Company in any of the following:

1. Making the quarterly securities examinations, counts, verifications, and comparisons, and the
recordation of differences required by Rule 17a-13;

2. Complying with the requirements for prompt payment for securities under Section 8 of Federal
Reserve Regulation T of the Board of Governors of the Federal Reserve System; and

3. Obtaining and maintaining physical possession or control of all fully paid and excess margin
securities of customers as required by Rule 15¢3-3.

The management of the Company is responsible for establishing and maintaining internal control and
the practices and procedures referred to in the preceding paragraph. In fulfilling this responsibility,
estimates and judgments by management are required to assess the expected benefits and related costs
of control and of the practices and procedures referred to in the preceding paragraph, and to assess
whether those practices and procedures can be expected to achieve the SEC’s above-mentioned
objectives. Two of the objectives of internal control and the practices and procedures are to provide
management with reasonable, but not absolute, assurance that assets for which the Company has
responsibility are safeguarded against loss from unauthorized use or disposition, and that transactions
are executed in accordance with management’s authorization and recorded properly to permit the



PRICEAVATERHOUSE(COPERS

preparation of financial statements in accordance with generally accepted accounting principles. Rule
17a-5(g) lists additional objectives of the practices and procedures listed in the preceding paragraph.

Because of inherent limitations in internal control or the practices and procedures referred to above,
errors or fraud may occur and not be detected. Also, projection of any evaluation of internal control to
future periods is subject to the risk that controls may become inadequate because of changes in
conditions or that the effectiveness of their design and operation may deteriorate.

Our consideration of internal control would not necessarily disclose all matters in internal control that
might be material weaknesses under standards established by the American Institute of Certified Public
Accountants. A material weakness is a condition in which the design or operation of one or more of
the specific internal control components does not reduce to a relatively low level the risk that error or
fraud in amounts that would be material in relation to the financial statements being audited may occur
and not be detected within a timely period by employees in the normal course of performing their
assigned functions. However, we noted no matters involving internal control, including procedures for
safeguarding securities that we consider to be material weaknesses as defined above.

We understand that practices and procedures that accomplish the objectives referred to in the second
paragraph of this report are considered by the SEC to be adequate for its purposes in accordance with
the Securities Exchange Act of 1934 and related regulations, and that practices and procedures that do
not accomplish such objectives in all material respects indicate a material inadequacy for such
purposes. Based on this understanding and on our study, we believe that the Company’s practices and
procedures were adequate at June 30, 2006 to meet the SEC’s objectives.

This report is intended solely for the information and use of the Company’s Shareholders,
management, the SEC and other regulatory agencies that rely on Rule 17a-5(g) under the Securities

Exchange Act of 1934 in their regulation of registered brokers and dealers, and is not intended to be
and should not be used by anyone other than these specified parties.

August 24, 2006




